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Introduction

The Harvard University Kennedy School Mossavar-Rahmani Center for Business and Government’s Health Care Delivery Policy
Program tracks costs, lives covered by and potential customer interest in various healthcare delivery products, including our current
system, “coverage for all” proposals (including, but not limited to: universal healthcare, guaranteed coverage, etc.), existing and
proposed payment and care models, wellness plans and other products. Data sources include newspapers, magazines, journals, books
and reports from governmental sources (Department of Health and Human Services, Bureau of Labor Statistics, etc.), and industry
organizations, foundations and consultants (American Association of Retired Persons, Center for Studying Health System Change, The
Commonwealth Fund, etc.). Original articles and presentations by the Health Care Delivery Policy Program are also included.

Figure 1. Existing and Proposed Health Care Options: 2004-2008

Products include, but are not limited to:

Current healthcare system Alternative payment models
= Employer-based = Consumer driven/directed plans
= Governmental =  Defined contribution plans
= Individually purchased =  Flexible spending plans
= QOut-of-pocket/uninsured = Health coverage tax credits
= Union/association = Health reimbursement accounts

Health savings accounts
Individual health accounts
Limited benefit health plans
Medical savings accounts
Mini-med plans

Tiered pricing plans

Alternative care models
=  Boutique/concierge care

= Complimentary medicine

=  E-Medicine/Web-based

=  Faith-based health insurance

= Healthcare consultant/coach

= Retail store-based health care

Stand-alone/add-on products

=  Catastrophic illness/accident =
= Disease management programs =
=  Long term care .
=  Medication coverage =

= Preventive medicine/diagnostic

Wellness plans
Appearance
Diet
Exercise
Mind/body

Coverage for all proposals
=  Guaranteed coverage
=  National coverage
= Single payer
= Universal coverage

Medical Care Costs

The Healthcare Options project examines costs incurred by individuals and families who receive medical care. Cost of healthcare to
employers and the nation are examined in the Deconstructing the Costs project. The Healthcare Options project provides information
to researchers and policymakers about factors that may influence customer selection of plan. Customer costs may include any or all of
the following: premiums, co-pays, deductibles, prescription medications or any out-of-pocket costs for medical care.



http://www.hks.harvard.edu/m-rcbg/hcdp/numbers/Healthcare Delivery - Healthcare Options Bibliography.pdf
http://www.hks.harvard.edu/m-rcbg/hcdp/numbers/Deconstructing the Costs Summary.pdf

Figure 2. Reported Initial Costs of Various Health Care Options: 2004-2008

The numbers reflect initial costs and may not include copayments for office visits, medications, or other out-of-pocket costs.
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There is no standardized methodology for obtaining medical cost data in the United States. Costs and benefits vary for coverage
through Medicaid, for example, versus a private health insurance plan, even for similar services. Figure 2 compares reported average
initial costs to individuals and families for private, employer-based health insurance (estimated to cover about 60%-70% of
Americans) to other options currently available.

Various organizations estimate the cost of health insurance through surveys of employers and/or consumers. The Medical
Expenditure Panel Survey (MEPS) is currently the largest scale survey, conducted annually by the Agency for Healthcare Research
and Quality (AHRQ). The MEPS Household Component collects data on expenditures from a sample of about 32,000 civilian,
noninstitutionalized adults, and the Insurance Component collects data on the types and costs of workplace health insurance from
about 40,000 businesses and government sources. The MEPS found that the mean and median health care expenses of persons in the
insured U.S. civilian noninstitutionalized population in 2004 were $3,879 and $1,091.%? The Henry J. Kaiser Family
Foundation/Health Research and Education Trust telephone survey of over 3,000 randomly selected public and private employers,
found that the average worker contribution was $694 for single coverage and $3,281 for family coverage in 2007. % The U.S. Bureau
of Labor Statistics National Compensation Survey of selected businesses in 154 areas found that employee contributions for medical
care premiums averaged $296.88 per month for family coverage, and for single coverage, employee contributions averaged $76.05 per



month in 2006. *® Differing results may be attributable to geographic (regional, urban vs. rural, etc.) and/or demographic factors (large
vs. small businesses, number of retirement age workers, etc.) in each survey mix.

While premiums are set fees, additional costs depend on how much medical care people need or want, as well as individual priorities.
Out-of-pocket medical expenses can include anything from co-payments for doctor’s office visits to over-the-counter cough syrup to
acupuncture treatments. Many expenses are not covered by traditional health insurance, such as appearance enhancers (Botox
injections - $400-$600, chemical peels $150) ** intensive physicals ($2,000-$7,500), nutrition analyses ($125-$175), physician
counseling sessions ($600), % fitness center membership ($500) and diet counseling ($5,078) %

Additional costs can also include specialty health insurance products like cancer insurance (starting at $350 per year) ™ and long-term
care insurance. In 2007, it was estimated that 34 million Americans were caring for an aging relative or friend. Caregivers were found
to spend an average of $5,500 annually of their own money in caring for a loved one over the age of 50, according to a study by the
National Alliance for Caregiving and Evercare. ** The Congressional Budget Office found annual long-term care policies ranging
from $1,487-$5,098 in 2004, depending on the age of the person purchasing the policy.

With boutique (or concierge) care, patients pay doctors directly and have access to same day appointments, longer office visits and
other benefits. One study found that boutique doctors charged up to $10,000 per year in 2005, with average costs ranging between

$1,500-$2,000. "® At the other end of the cost spectrum, minute clinics (often found in drug stores and retail chains like Target and

Wal-Mart) offer basic walk-in, pay-as-you-go visits for strep throat cultures, flu shots, etc. Blue Cross & Blue Shield of Minnesota
analyzed 22,956 visits to minute clinics between 2004-2005 and found that the average cost was $43. %

An influx of products with complex payment structures have emerged, such as consumer driven plans, tiered pricing plans and defined
contribution plans. A representative consumer driven plan consists of an account covering medical services and prescription drugs.
Once that is exhausted, a deductible typically ranges from $500-$2,000. When that is satisfied, private coverage continues at a planned
co-insurance rate. The initial amount in the account could be used quickly if someone required surgery or hospitalization. The
Government Accountability Office studied IRS records and found that the average deduction for health savings accounts was $2,100
in 2004. * The Center for Studying Health System Change estimated that in 2006, the average monthly single-coverage CDHP
premium was $56 and the average annual deductible was $1,459.

Since 2002, the federal Health Coverage Tax Credit Program, paid for up to 65% of eligible health expenses covered by a subscriber’s
insurer. In 2006, 40 states had designated health plans and all states offered this option in 2007. However, costs were too high for
many people. In 2006, the Urban Institute found only medium or high deductible health insurance available, with an average
deduction of $1,000 or more. ® One person was quoted $22,680 for her annual share of the health insurance premium. %

Many “new” health care products were meant as temporary or pilot projects, while others exited the market due to lack of interest or
changing federal regulations. Prescription drug discount cards were part of a federal program initiated in 2001 to provide a benefit for
Medicare beneficiaries. Card programs could charge an enrollment fee of no more than $25 per beneficiary. The discount cards were
set up as a temporary product, and were replaced by Medicare Part D prescription drug plans in 2006.

Certain health plans pay consumers to engage in healthy behaviors. Sam's Club members can receive up to 50% discount off selected
health services, such as laser eye surgery, home health care, fitness club membership and dental care, through UnitedHealth Group's
Health Allies Program (Sam's membership cost $100 in 2005). Some consumer driven plans, such as Lumenos, will add $100 to a
subscriber’s health savings account if he or she talks with a health coach to manage chronic conditions. *

Web-based medicine, eMedicine and eHealth, are driving forces in today’s market. Websites can sell vitamins or enable a diabetic
patient to send glucose monitor readings to a provider electronically. Patients can engage in online consultations with care providers,
view their medical records and request prescription refills and specialist referrals. Studies show that the majority of medical Websites
are free or charge only nominal fees. # In 2005, fees paid by insurance companies to doctors for using e-mail consultations were listed
as $25 for each Blue Cross of California exchange, $30 for each Dartmouth-Hitchcock online visit, and $60 per year for patients to use
the Palo Alto Medical Foundation's online answers service. % Researchers have suggested that moving aspects of healthcare to
electronic systems may result in cost savings to government, providers, employers and insurers, as well as consumers. " However, no
web site can remove a tumor or deliver a baby, so consumers cannot yet depend on the Internet as their sole health care provider.

Covered Lives

Health insurance includes governmental, private, employer-based and individually purchased coverage. The HCDP’s Customers by
Market Segment project found that at least 295 million people in the United States covered by private insurance, Medicare and/or
Medicaid in 2007 (the project also found that this number did not correlate with the reported 40-60 million uninsured!) Figure 3
displays estimates reported for people covered by various health insurance plans and products.


http://www.hks.harvard.edu/m-rcbg/hcdp/numbers/Healthcare Delivery - Customers by Market Segment Summary.pdf
http://www.hks.harvard.edu/m-rcbg/hcdp/numbers/Healthcare Delivery - Customers by Market Segment Summary.pdf

Figure 3. Covered Lives Through Various Healthcare Options: 2004-2007
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Emerging Products

A great challenge to obtaining accurate coverage data is that many of these products are quite new. Although some products comprise
a fraction of the market at this point in time, researchers have predicted major future growth. Consumer driven/directed health plans
are used to describe a number of healthcare options, including, but not limited to: high deductible health plans, health savings
accounts, health reimbursement accounts, health coverage tax credits and medical savings accounts. The market has grown rapidly
since the plans were introduced:

=  The National Business Group on Health and Watson Wyatt Worldwide estimated that consumer directed plans covered
480,000 workers in 2004. *

= Atlantic Information Systems, Inc. estimated that over 1,486,425 lives covered by consumer-directed plans in 2004. °

= The National Center for Policy Analysis estimated that 250 million nonelderly Americans had access to health savings
accounts in 2004, * but only a fraction of that number actually enrolled.

= The Government Accounting Office examined survey data and interviewed and obtained data from employers, insurance
carriers, individuals, financial institutions and experts to estimate that the number of enrollees and dependents in consumer
directed health plans increased from about 3 million in January 2005 to 5-6 million in January 2006. *

= According to the Economic Report of the President, HSA plans covered 4.5 million people in 2007 8

= The National Association of Health Underwriters estimated that 3.6 million people were covered by HSAs in 2007. *

A Google search was performed on February 1, 2008 on the phrase “Health Savings Account” (Figure 4). Of the first 100 hits, 54
companies sold Health Savings Accounts, including insurance agencies, banks, financial planning firms, benefit services companies
and 8 companies devoted solely to selling HSA products. The other hits were articles about health savings accounts. In a similar
search performed in 2004, searchers needed to scan through about 400 hits to find 35 companies selling HSAs.



Figure 4. Companies Offering Health Savings Accounts: Result of a Web Search

1. AMA Insurance Agency 19. First Niagra 37. Long Term Consumer Care, Inc.
2. American Health Value 20. Freedom Benefits Associates 38. Lutheran Church Extension Fund
3.  Anthem 21. Golden Rule Insurance Company 39. MSABank

4.  Assurant 22. HSA Bank 40. Medsave.com

5. Asuris Northwest Health 23. HSA for America 41. Metro Atlanta Financial Group

6. Bank Atlantic 24. HSA Resource Center 42. My Health Savings Account

7. Blue Cross Blue Shield Association 25. HSA Savings Administrators 43. National Credit Union Administration
8.  Blue Cross Blue Shield of Arizona 26. HSA Trustee Services 44. Northwest Hills Credit Union

9. Blue Cross Blue Shield of Florida 27. HSAfinder 45. Regence Blue Shield

10. Branch Banking and Trust Company 28. HSAhealthplans.com 46. Sovereign Bank

11. Compass Consulting Group, LLC 29. Health Equity 47. State Farm

12. Ehealthinsurance 30. Health Savings Account Minnesota 48. Technology Credit Union

13. Exante Bank 31. Higgins Companies 49. U.S.Bank

14. Farm Bureau Bank 32. Highmark 50. Uniprise

15. First Federal 33. Hyers and Associates 51. Utah Health Insurance

16. First HSA, Inc. 34. InsuranceSmartOnline.com 52. The Vanguard Group

17. First Horizon Msaver 35. Investment Gold Online 53. Washington State Health Plans
18. First National Bank Alaska 36. KeyBank 54. Wells Fargo Benefit Services

Compared to established health insurance products like Medicare (estimated to cover 39-44 million people between 2004-2008)
enrollment figures for emerging options are notably smaller:

e In 2004, the government began a Catholic health plan hoping to sign up 4 million federal workers.

® In 2004, 25,000 people were receiving health coverage tax credits out of the projected 500,000 that the government hoped
would use the program.

The largest emerging force in healthcare has been the Internet. It has been estimated that between 113-187 million Americans have
used the Internet for health care in 2006-7. > ®° For people who want to use the Web as a healthcare option, there is no shortage of
resources. Typing the search term “health” in the Yahoo search engine yielded 1,480,000,000 hits in 2007 and 4,370,000,000 hits in
2008. The top ten web sites listed in this search included the Mayo Clinic, the World Health Organization and WebMD. The same
search on Google listed 32,100,000 hits in 2007 and 109,000,000 hits in 2008, with CNN, New York Times and WebMD in the top
ten. People “covered” by Internet health care probably have access to other forms of medical care besides the Internet.

Potential Interest in Various Healthcare Options

Any individual or organization can conduct a consumer interest survey, and on the subject of healthcare, millions have! Most
newspaper, magazine and Web articles about health reform include statistics like, “75% of Americans support universal coverage,
often without an explanation of how the results were obtained. Research on the types of healthcare products consumers may prefer, if
given a choice, display wide ranges and can act a starting point to identify trends.

» 30

Polls can survey consumers, employers, and/or insurers. Researchers and policymakers often provide their own estimates of potential
consumer interest as well. Surveys can range in size from The Boston Club’s survey of 130 Boston area female business leaders “° to
Thomson Medstat's Consumer Healthcare Survey of 23,000 adults. > The Center for Studying Health System Change conducts annual
site visits to 12 nationally representative metropolitan communities and interviews individuals from health plans, providers,
employers, policy makers and other stakeholders. ?* The IDEA Health and Fitness Association surveys its 225 members who are
health club owners, fitness center managers and/or exercise program directors. °’ Insurers regularly poll their own members on
customer satisfaction with their products.

Figure 5 displays results of various published surveys regarding interest in selected healthcare options. As discussed, as there are no
standards or guidelines for healthcare surveys, results cannot be compared in any meaningful fashion across polls. In particular,
surveys conducted by advocacy groups may frame the questions to try to extract results to further their own goals.




Figure 5. Potential Interest in Various Healthcare Options: 2004-2007

REPORTED POTENTIAL INTEREST IN HEALTHCARE OPTIONS LOWEST % | HIGHEST %
Alternative Medicine Coverage/Mind-Body Focused Plans 37% 87% %
Consumer Driven Plans 2% 40% "
Current Healthcare System 11% 27% “°
Defined Contribution Plans 17%* 78%*
Diet Focused Plans 4% © 85% °’
Disease Management Programs 46% *° 96%
eMedicine/Web-based Health Care 15% ™ 80% *
Exercise Focused Plans 70% ©8 73% %7
Flexible Spending Accounts 109% *° 22% %
Genetically Personalized Care 349% ™ 349% ™
Health Reimbursement Accounts 3% # 10% %
Health Savings Accounts 3% % 81% *
High Deductible Health Plans 3% % 620% *
Individually Purchased Insurance 15% ° 15% *°
Long Term Care Plans 3% % 68% °
Medication Coverage 75% %' 100% *
Preventive Medicine Programs 950 % 99% %
Retail Store Based Healthcare 7% %3 41%°
Tiered Pricing Plans 15% > 91% %
Universal Coverage 349% 78% °*

Challenges to obtaining data on potential interest include:

Many surveys conducted on plan interest are quick polls, lacking a research-based construct or methodology.

Polls that try to project future markets are speculative. According to Watson Wyatt Worldwide, 29% of employers
provided access to a high-deductible plan in 2006. Another 33% planned to add one by 2007. *® Until a year actually
plays out, there is no real way of knowing what will actually occur.

Some surveys address a certain aspect of a product, so any assumption about interest can only be based upon the
product’s specific component. A survey about interest in the Medicare Prescription Drug Plan does not necessarily
capture interest in all facets of Medicare.

The fact that customers may be interested in a product does mean that they want only that product. It is highly doubtful
that three-quarters of Americans would purchase a Web-based healthcare product and relinquish the ability to see a
doctor. A 2007 Kaiser Family Foundation conducted survey found that 68% of Americans had a family member or
someone they know well receiving long-term care. * One cannot assume that everyone in this category would buy long-
term care insurance.

Surveys polling different markets (employers, insurers, policymakers, consumers, etc.) can understandably obtain
different results for the same questions.

Polls of individuals already using products may be influenced by that utilization. For example: a spokeswoman for Blue
Cross-Blue Shield of Minnesota said: "Our research shows that over 90% of members who participate with our care-
management programs say they are satisfied or very satisfied with their interactions in the programs.” **

Much of the literature on health care reform addresses the need to insure the uninsured. Potential approaches to reform have included
universal health insurance, national health insurance and single payer health insurance. These concepts are not interchangeable, and
the general population may not understand the concepts behind various models. Survey results are often difficult to understand and
explain. Following are two interpretations of a single survey that appeared in the same newspaper (Newsday) within a month’s span:



1. Apoll conducted by the Civil Society Institute in 2004 found that 67% of Americans would support guaranteed health
insurance, and 52% would support national health insurance. *

2. The Civil Society Institute issued a survey of 1,020 adults conducted by Opinion Research Corp. in 2004 and found that two-
thirds of respondents supported a healthcare "guarantee” and 78% advocated government regulation of health care. >

One thing is certain — there is an interest in new and innovative products for healthcare delivery. As awareness of products increases,
so does the potential for their use. As the future unfolds, the possibilities are endless for novel healthcare delivery products, plans and
systems.

Conclusion

While this report identifies general trends in healthcare delivery, our major obstacle has been the lack of reliable statistics. A large-
scale, standardized methodology needs to be developed to elicit meaningful data on healthcare delivery options, with components
addressing producers, providers and consumers of healthcare. Since products are entering the market and evolving at a breakneck
speed, the nature of this research seems daunting, but is necessary to elicit a basis for discussion. The Harvard University Kennedy
School of Government Health Care Delivery Policy Program will continue to track published studies on healthcare delivery options
and provide recommendations on how best to utilize and interpret the data.
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